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[bookmark: _heading=h.gjdgxs]INTRODUCTION 
The following report aims to conduct an analysis of the internal and external environments of L’Oréal Paris. The report will reach in depth about the importance of the development of an effective marketing strategy and detailed explanation of the strategy’s impact on the successful functioning of the company, concerning its profitability and presence on the public stock market. 
The report is going to be presented with multiple Situational Analysis Models, such as SWOT, PESTLE analysis, and Porter’s 5 Forces analysis. Supporting the visual representations of the stated information, are going to be conducted a critical analysis of the marketing models implemented within the marketing strategy. The segmentation, targeting, positioning, and current marketing mix strategies state of L’Oréal are going to be expanded and represented in detail, accompanied by financial reports, showing its effectiveness and accuracy of working compared to the developed business plans, budgets and levels of consumer reach. 
Consecutively after each theoretical part of the report are going to be applied specific strategies applied by the company in addition to reaching the Global level of success it represents today, taking steps through the century-long history and the foundation it has placed back in time, developing an entirely new range of products for the consumer market, turning their products into necessity using marketing strategies. 
The main reason for the development of the report is the influence of the COVID-19 pandemic, considering the commonly known impact affecting small and medium enterprises (SMEs), over the internal and external environment of business enterprises. SMEs on many occasions have reported bankruptcy when considering market giants (large enterprises) that are serving the largest part of the consumer market met market capitalization. L’Oréal is considered the largest cosmetics company in the World, remaining financially sustainable throughout the pandemic (financial reports further attached), the report will focus on the actions taken further to develop the achieved sustainability, through in-depth conducted Situational Analysis Models and supporting marketing strategies. 



[bookmark: _heading=h.30j0zll]Marketing Process
The marketing Process represents the strategy developed by enterprises to clearly set their financial targets and develop a plan of action to reach the targets successfully. The process supports the creation of images for the further development of the business enterprise and represents to the business developers the availability of successful financial sustainability in the future and opportunities for growth and expansion (Morgan, Whitler, Feng, and Chari, 2019). The marketing process aims to identify the consumer market’s needs for the presented products and services developed by the enterprise. Setting objectives and goals concerning the sales, marketing, and revenue targets. The development of the marketing plan requires the identification of the targeted market. The identification of the type of consumer who is going to be interested in the presented production requires in-depth research on demographics, forming the shape of the consumer profile. 
After the identification of the demographic, further steps in the marketing process is related to the actual production. What does the consumer want? – is one of the major leading questions related to the development and conduction of actions related to marketing. This question leads to further marketing-related analysis, in regard to discovering whether the product is about to be sold successfully or not. The identification of the targeted market usually draws a picture of the targeted age group, gender, interests, and trends, and brings the idea of how the customer’s attention can be attracted, in addition to sales realization (Cleveland, Laroche, Papadopoulos, 2011). 
Further in the marketing process is the implementation of marketing strategies and different tactics to promote the product and make it desirable for the customers. Usually, consumers are willing to purchase products which they believe they need. And those needs, individuals subconsciously have determined, influenced by trends. Marketing tactics represent different methods which the marketing team of the enterprise are using to communicate with the consumer base and promote the product and presenting it in a way that looks like the exact solution to their problem (the right answer to their needs).
The last step of the marketing process is the monitoring of the developed completely marketing plan. Once put in use, the results will show whether the forecasting based on the plan is accurate and leads to improved profitability of the business or if there are adjustments which need to be made in addition to the plan to be working. Those adjustments might apply to each part of the plan, and depending on the results of action, the marketing department can make connections to the rest of the development, management and maintenance departments and improve the profitability majorly. 
[image: ]
Figure 1 The marketing process (Simplified), Author
Clarity in action is required, and developing a marketing plan concerns the success of the sales. In addition to developing a successful marketing plan, is required the conduction of situational analysis. 
[bookmark: _heading=h.1fob9te]Situational Analysis Models 
The situational analysis serves business development by drawing the developer’s attention to a variety of perspectives concerning the business, such as product, competitiveness, distribution states and environmental hospitality for the business. 
The product situation evaluation is drawing the business developer’s attention to the effectiveness and compatibility of the product with the consumer market’s needs. The competitiveness situation is measured by analysing where the market competitors stand – is their production better, or are they more successful in terms of profit? How are they doing what they are doing? Competitor analysis gives enterprises the opportunity to take advantage of the market. 
The distribution situation of the business represents the method of reaching the customer. How is the product delivered to them? This evaluation is needed because the distribution method represents the last stop of the production process before realizing a sale and start building a customer base which is going to increase the profits of the company and make it more financially sustainable in the future. 
Environmental factors analysis is required for an accurate evaluation of the location where the business is going to operate at. Whether it’s international or operates specific country, research based on its business environment, business development opportunities and foreign direct investments in hospitality are vital for the aimed sustainability and opportunity for the business to reach its targets. 
The following situational analysis models are widely applicable for conducting research related to the opportunities for the business. 
[bookmark: _heading=h.3znysh7]SWOT analysis 
SWOT analysis represents the method of analysing the strengths, weaknesses, opportunities, and threats applied to the business. It requires teamwork in terms of collaboration and communication between all enterprise departments (Sammut-Bonnici, Galea, 2015). 
L’Oréal is currently holding the largest part of the market capitalization, compared to the rest of the cosmetics leading enterprises. The following SWOT chart has been developed by the Author with information gathered through the research conducted for the development of this report. 
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[bookmark: _heading=h.2et92p0]PESTLE Analysis 
PESTLE analysis serves the business development process by guiding the detailed assessment of the external environment within which the business is about to be developed – whether it’s a product range expansion or a marketing strategy to be applied. This model allows analysis of the Political, Economic, Social, Technological, Legal and Environmental factors affecting the business (Alanzi, 2018). The presentation of this analysis usually contains a table of columns separating each segment and mentioning all applicable to the enterprise bullet points related to it. 
[bookmark: _heading=h.tyjcwt]L’Oréal PESTLE Analysis 
Political 
Currently, L’Oréal Paris operates on a Global level, as stated the company upholds cosmetics market capitalization. Spreading business operations worldwide often requires prioritizing high attention to political factors applicable to all locations and expecting the drastic shifts and changes in local politics to impact the business mostly in a negative way. 
The European Union has a huge impact on the brand, in way that there is a large set of rules applicable to the cosmetics production industry, like restrictions on specific ingredients considered harmful. Therefore the brand is required to change the methods of production, in addition, to following those restrictions to have the permission of selling its products in the EU. 
Another similar political issue applicable to L’Oréal is China’s requirements for animal testing. The company has been majorly affected negatively because of China’s requirements. Lots of bad press damaging the image of the company has been released online on various occasions reaching the animal testing topic. 
In terms of following international politics, in addition, to being allowed to operate, the company has met struggles in advertising its products in the Middle East. The politics of women’s exposure led to forcing L’Oréal to develop separate advertisements suitable for the understanding of the local consumers. The west shares different cultural values and mindsets which allows them to freely advertise and sell the product using complete creativity with their marketing projects. The issue is considered more social, however with the existing legal restrictions on the topic it automatically transfers into a political requirement for business development. 
Currently, business developers have constant access to information through Internet, accessing the customers individually. The Internet provides the opportunity to research the market, receiving up to date information, discover or predict trends, examine up-close the market rivalry and explore the consumer base’s response to the production. However, as good as the internet does for the enterprise, it requires a clean slate image, otherwise, when customers are choosing the product of their desire, they might choose the competition. It has been proven on many occasions that individuals nowadays shop from brands which uphold the image suitable for their own understanding and way of interpretation. 
Economic 
The economies of countries especially the ones with low and fluctuating economic states are impacting the operations of internationally operating businesses. As the market leader that L’Oréal is the challenges are constant. 
The Covid-19 pandemic affected the company the same as any other on the market. Going through the public annual financial reports that the company has presented, comparing the first quarter and third quarter of 2020, the company faced losses in billions during Q1 and by Q3 reported 4.8% growth. 
A big contribution to the quick recovery and constant sustainability of the company finance-wise is the online presence. The marketing department of the company has developed strategies spreading to every single available platform promoting the products. The financial reports are showing a 62% increase in sales since social media marketing and promotion have become part of the company’s working process. 
Social 
Considering the expansion of the cosmetics industry and its impact on the consumer market, the demand for cosmetics variety has been growing for the past decade. Cosmetics have made their way to become a necessity for a large base of consumers, constantly promoted on social media and reporting sales in billions. 
As mentioned above, in the political factors section, on some occasions the company has to overcome its own rules and desires in regard to maintaining the top of the market. L’Oréal has reported on many occasions that its products are vegan and cruelty-free is almost true. The EU politics forbid animal testing, whilst China has implemented legal rules for animal testing. 
A specific case, that brought bad press to the company, was with a transgender model Munroe Bergdorf. The company was against collaborating with the model because the major topics of discussion she wanted to spread and support were “white privilege” and “cruelty on people of colour”, then after the US case of George Floyd and Black Lives Matter, the company tried to support the movement through social media. The model called their hypocritical movement out, which awoke tons of attention harming the brand’s image. However, the issue was solved, claimed as an innocent mistake by the company, and now actually hiring the model as an ambassador. 
One of the most recognizable achievements of the corporation is the development of the L’Oréal Foundation, which is focused on training and employing more women in the science field. 85% of the scientists working for the company are women and the recognition which the company brings to the ones taking part in the foundation’s activities impacts the entire Global science field. 
Technological 
The company has been on the market for over 100 years, which provided them with the time and experience of how the industry operates and allowed them to implement their discoveries within the fast pace of technology developments. Currently, the company is on its way to being not only a leader in the cosmetics market but also in Beauty Tech Development. 
The IT department has developed a software application and individual machine, serving to assess skin conditions and analyse what are the compatible treatments and products for the individual skin condition. The “Perso Smart Skincare” presents the availability of conducting the individual assessment through Artificial Intelligence. 
Legal 
The legal issues facing big companies are usually related to counterfeit products. Financial counterfeiting is an issue met often with indirect sales through distributors which do not impact the financial stability of the company, however, the counterfeit products are the reason for financial losses. These products are produced and sold under the brand’s name, and make a profit on its well-rounded image, which often causes bad press because of low-quality, bad skin reactions or lower pricing which undersells the original products. 
Environmental 
One of the main goals of L’Oréal is to become environmentally sustainable. Reports presented by the company have shown an 81% reduction in CO2 emissions compared to the 2005 reports and measures.
The company has developed a 10-year plan, for the period 2020-2030 to develop a fully sustainable production. Apart from the actual products the company is trying to implement fully sustainable packaging by 2025.  
[bookmark: _heading=h.3dy6vkm]Porter’s 5 forces 
This analytical model serves to evaluate the probability of the realization of business decisions by assessing 5 external forces applied to an enterprise’s internal processes and successful operations. Those forces are: 
· Competition 
· New entrants 
· Power of suppliers
· Power of customers 
· Threat of substitute products 
[bookmark: _heading=h.1t3h5sf]Marketing Strategies
[bookmark: _heading=h.4d34og8]L’Oréal’s Advertising Analysis 
[bookmark: _heading=h.2s8eyo1]Segmentation 
The customers who choose L’Oréal are led by the established brand quality throughout the past century. Following the evolvement and increased impact of social media over the global business environment and its contribution to the evolvement of the beauty industry and development of diverse products. Make-up has become a large part of people’s lives, especially young people, who are deeply engaged with social media. 
[bookmark: _heading=h.17dp8vu]Targeting 
To define the target market L’Oréal should consider the products the company benefits the most from considering the diverse availability they offer to the cosmetics market. The large product range is applicable to all genders and age groups, however, the major target is profitability. In this case, researching market trends and demographics of individuals engaging with those trends is the targeted market of the company.  
[bookmark: _heading=h.3rdcrjn]Positioning 
According to Russell (2018), any company can reach its targeted market by defining clearly its position in the market. The first consideration of what exactly the company needs by its customers, is increased profits, limitation on the products it offers or overloading the market. A company with the size and influence of L’Oréal has the freedom to create trends, finances to develop new products and budget to promote them properly. Considered the largest company in the cosmetics industry, the position of the company has been established and stands on secure ground, especially finance-wise (Hooley, 2017). 
[bookmark: _heading=h.26in1rg]The 4Ps of Marketing
Market strategies are based on the marketing mix, better known as 4Ps of marketing. The theory was developed by Neil Borden in 1950. In 1964 he published an article used to encompass the 4 fundamentals, called marketing mix and elaborates for business developers on how they can use marketing strategies to their advantage (Twin, 2022). Since the theory was developed in 1950, the global market has shifted its demands and accepted applied norms, therefore the industry itself has changed in a matter of working processes, and 3 more p’s were added to Borden’s marketing compass. Altogether, the original and consecutive theories about marketing fundamentals have developed the Marketing 7p’s which represent the product, price, place, promotion, people, process, and physical evidence. 
Product 
Developing trending production confirms the popularity of the product and forecasts high sales and demand for those products, however, trends often change, and the production requirements constantly shift in other directions, therefore change in trends should directly mean a change in products, which is not financially sustainable. The quick changes in trends nowadays are caused by the constant and widespread influence of social media over the day-to-day decisions and activities of individuals, forming the gaining popularity by day Fast Fashion. To be on the successful wave of business usually, a wide range of production is required. 
Cosmetics has turned into art and lifestyle for many, and around the world, within developed and developing countries there aren’t many individuals who don’t use L’Oréal products. Starting with lipsticks, eyeshadow, foundation, anti-age / anti-wrinkle creams, men’s cosmetics, hair dye, and so on and so forth. As one of the initial companies which have placed the foundation of the cosmetics industry, L’Oréal had the chance to develop a diverse range of products applicable to every gender and age.
Pricing 
The pricing of L’Oréal products is consumer-based, as well as quality-based. Indicating that the prices are responding to the quality of the products, and at the same time are considered of the purchasing power of the customers.  
Promotion 
Because of the increased interest in cosmetics production, especially after the social media promotion and the digitalization of sales processes, internationally recognized companies like L’Oréal are required to maintain a positive image. On many occasions has been noticeably shared bad press like news and reports making their way through social media and reaching to customers directly, the fame ground has become extremely fragile. One way or another, bad news travels faster, and for each company image-damaging activity, L’Oréal has to work for example 3 times harder to better the image with good deeds. 
For instance, Corporate Social Responsibility activities contribute to the well-being of society, which is formed by the majority of consumers, that are people interested in the activities of the company they support.  During the Covid-19 pandemic, the company has become one of the biggest distributors of hand sanitiser for front-line workers, as every unit was donated, and didn’t bring any profit to the company. Using its financial stability, L’Oréal has decided to apply for the needed support without question. 

[bookmark: _heading=h.lnxbz9]Impact of the Covid-19 pandemic 
KPMG has released detailed reports concerning the impact of the COVID-19 pandemic on the global business industry and its operations, evaluating the financial crisis which appeared due to the hit of the pandemic and has reported a Global GDP downfall of 4.1% which was a drastic change for the Global Economy stability and resistance, the individuals forming the global labour force, and also appeared most impactful to the Small and Medium Enterprises (SME) (KPMG, 2021). 
The COVID-19 pandemic hit the world at the beginning of 2020, leading to major closures of businesses, redundancy and communication restrictions. Countries around the world were forced to implement restrictions on social communications and boosted social distancing measures to prevent the spreading of the virus. The pandemic impacted not only the lives of individuals but also led to the Global Economy’s downfall. The Global GDP went down by 4.1% according to KPMG which caused an economic crisis equivalent to the one that happened at the beginning of the 21st century. 
The implemented restrictions led to the shutdown of multiple small and medium enterprises, leaving the global market leaders to deal with the support of the economies. L’Oréal has taken part in the combat against the COVID-19 pandemic by donating 1 million EUR, to its partner non-profit organizations. Furthermore, the company took action to support the healthcare industry, and support its food distribution stakeholders. The initial support was in the form of supplying free hand sanitisers, considering the major deficit which appeared at first with the first pandemic wave. Over 100,000 businesses and clients of the company were forced to close their establishments due to government restrictions, and L’Oréal took the action to freeze their accounts and stop receiving payments till the businesses resumed back to normal activities. 
The Global Economy managed to get stabilized by the end of 2021, however, the largest impact was applied to the SMEs. L’Oréal showed solidarity with most of its direct customers, however, not each enterprise had the chance to successfully survive through the pandemic. 



[bookmark: _heading=h.35nkun2]Conclusion
The presented report concerns the accurate presentation and understanding of the major marketing fundamentals, which are applicable to the operational process of any business. To accurately explain the basics of marketing fundamentals were given examples with the implementation conducted by L’Oréal – The company which placed the foundation of the cosmetics industry and led it to become what we know today. 
Throughout the research, the century long history of the company, and the records kept tracking the establishment of an entire industry, allowed clear vision over the impact of the marketing fundamentals discussed in detail further in the report. 
The major fundamentals of marketing discussed were Marketing Process, Situational Analysis Models, Marketing Strategies, and Advertisement Analysis on current marketing activities of the company. Each component of the Marketing Fundamentals serves the purpose to improve the external relations of a business, by analysing the targeted market, and implementing methods of approaching it accurately, in a way that will increase the profitability of the business. 
L’Oréal as an establisher of one of the most profitable industries in the world, today operates with a Market Cap of over 300bn USD annually. Each analysis method was extensively explained and related to an example from true information presented by L’Oréal. 
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